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And, you know, it won’t hurt the per-
son buying a $1 million house with 50
percent down. That person will be fine.
Who it’s going to hurt is the person out
there buying a $200,000 house with
$2,600 in cash and a loan from their
uncle. But they’ve got a good job and
they think they can get this thing
done. But under this bill, banks and
lenders are not going to make that
loan. And that’s the problem with this
bill, and that’s why this bill should be
roundly defeated.

The CHAIRMAN. The question is on
the amendment offered by the gen-
tleman from  Massachusetts (Mr.
FRANK).

The amendment was agreed to.
AMENDMENT NO. 2 OFFERED BY MR. KANJORSKI

The CHAIRMAN. It is now in order to
consider amendment No. 2 printed in
House Report 110-450.

Mr. KANJORSKI. Mr. Chairman, I
offer an amendment.

The CHAIRMAN. The Clerk will des-
ignate the amendment.

The text of the amendment is as fol-
lows:

Amendment No. 2 offered by Mr.
JORSKI:

Page 134, after line 13 insert the folowing
new titles (and conform the table of contents
accordingly):

TITLE VI-MORTGAGE SERVICING
SEC. 601. ESCROW AND IMPOUND ACCOUNTS RE-
LATING TO CERTAIN CONSUMER
CREDIT TRANSACTIONS.

(a) IN GENERAL.—Chapter 2 of the Truth in
Lending Act (15 U.S.C. 1631 et seq.) is amend-
ed by inserting after section 129B (as added
by section 201) the following new section:
“SEC. 129C. ESCROW OR IMPOUND ACCOUNTS RE-

LATING TO CERTAIN CONSUMER
CREDIT TRANSACTIONS.

‘“(a) IN GENERAL.—Except as provided in
subsection (b) or (c), a creditor, in connec-
tion with the formation or consummation of
a consumer credit transaction secured by a
first lien on the principal dwelling of the
consumer, other than a consumer credit
transaction under an open end credit plan or
a reverse mortgage, shall establish, at the
time of the consummation of such trans-
action, an escrow or impound account for the
payment of taxes and hazard insurance, and,
if applicable, flood insurance, mortgage in-
surance, ground rents, and any other re-
quired periodic payments or premiums with
respect to the property or the loan terms, as
provided in, and in accordance with, this sec-
tion.

‘“(b) WHEN REQUIRED.—No impound, trust,
or other type of account for the payment of
property taxes, insurance premiums, or
other purposes relating to the property may
be required as a condition of a real property
sale contract or a loan secured by a first
deed of trust or mortgage on the principal
dwelling of the consumer, other than a con-
sumer credit transaction under an open end
credit plan or a reverse mortgage, except
when—

‘(1) any such impound, trust, or other type
of escrow or impound account for such pur-
poses is required by Federal or State law;

‘(2) a loan is made, guaranteed, or insured
by a State or Federal governmental lending
or insuring agency;

‘“(3) the consumer’s debt-to-income ratio at
the time the home mortgage is established
taking into account income from all sources
including the consumer’s employment ex-
ceeds 50 percent;
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‘“(4) the transaction is secured by a first
mortgage or lien on the consumer’s principal
dwelling and the annual percentage rate on
the credit, at the time of consummation of
the transaction, will exceed by more than 3.0
percentage points the yield on Treasury se-
curities having comparable periods of matu-
rity on the 156th day of the month imme-
diately preceding the month in which the ap-
plication of the extension of credit is re-
ceived by the creditor;

‘“(6) a consumer obtains a mortgage re-
ferred to in section 103(aa);

‘“(6) the original principal amount of such
loan at the time of consummation of the
transaction is—

‘“(A) 90 percent or more of the sale price, if
the property involved is purchased with the
proceeds of the loan; or

‘(B) 90 percent or more of the appraised
value of the property securing the loan;

‘“(7) the combined principal amount of all
loans secured by the real property exceeds 95
percent of the appraised value of the prop-
erty securing the loans at the time of con-
summation of the last mortgage transaction;

‘“(8) the consumer was the subject of a pro-
ceeding under title 11, United States Code, at
any time during the 7-year period preceding
the date of the transaction (as determined on
the basis of the date of entry of the order for
relief or the date of adjudication, as the case
may be, with respect to such proceeding and
included in a consumer report on the con-
sumer under the Fair Credit Reporting Act);
or

‘“(9) so required by the Board pursuant to
regulation.

‘‘(c) DURATION OF MANDATORY ESCROW OR
IMPOUND ACCOUNT.—AnN escrow or impound
account established pursuant to subsection
(b), shall remain in existence for a minimum
period of 5 years and until such borrower has
sufficient equity in the dwelling securing the
consumer credit transaction so as to no
longer be required to maintain private mort-
gage insurance, or such other period as may
be provided in regulations to address situa-
tions such as borrower delinquency, unless
the underlying mortgage establishing the ac-
count is terminated.

¢(d) CLARIFICATION ON HESCROW ACCOUNTS
FOR LOANS NOT MEETING STATUTORY TEST.—
For mortgages not covered by the require-
ments of subsection (b), no provision of this
section shall be construed as precluding the
establishment of an impound, trust, or other
type of account for the payment of property
taxes, insurance premiums, or other pur-
poses relating to the property—

‘(1) on terms mutually agreeable to the
parties to the loan;

‘“(2) at the discretion of the lender or
servicer, as provided by the contract between
the lender or servicer and the borrower; or

‘“(3) pursuant to the requirements for the
escrowing of flood insurance payments for
regulated lending institutions in section
102(d) of the Flood Disaster Protection Act of
1978.

‘“‘(e) ADMINISTRATION OF MANDATORY ESs-
CROW OR IMPOUND ACCOUNTS.—

‘(1) IN GENERAL.—Except as may otherwise
be provided for in this title or in regulations
prescribed by the Board, escrow or impound
accounts established pursuant to subsection
(b) shall be established in a federally insured
depository institution.

‘(2) ADMINISTRATION.—Except as provided
in this section or regulations prescribed
under this section, an escrow or impound ac-
count subject to this section shall be admin-
istered in accordance with—

‘“(A) the Real Estate Settlement Proce-
dures Act of 1974 and regulations prescribed
under such Act;
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“(B) the Flood Disaster Protection Act of
1973 and regulations prescribed under such
Act; and

“(C) the law of the State, if applicable,
where the real property securing the con-
sumer credit transaction is located.

““(3) APPLICABILITY OF PAYMENT OF INTER-
EST.—If prescribed by applicable State or
Federal law, each creditor shall pay interest
to the consumer on the amount held in any
impound, trust, or escrow account that is
subject to this section in the manner as pre-
scribed by that applicable State or Federal
law.

‘(4) PENALTY COORDINATION WITH RESPA.—
Any action or omission on the part of any
person which constitutes a violation of the
Real Estate Settlement Procedures Act of
1974 or any regulation prescribed under such
Act for which the person has paid any fine,
civil money penalty, or other damages shall
not give rise to any additional fine, civil
money penalty, or other damages under this
section, unless the action or omission also
constitutes a direct violation of this section.

¢“(f) DISCLOSURES RELATING TO MANDATORY
ESCROW OR IMPOUND ACCOUNT.—In the case of
any impound, trust, or escrow account that
is subject to this section, the creditor shall
disclose by written notice to the consumer
at least 3 business days before the con-
summation of the consumer credit trans-
action giving rise to such account or in ac-
cordance with timeframes established in pre-
scribed regulations the following informa-
tion:

‘(1) The fact that an escrow or impound
account will be established at consummation
of the transaction.

‘(2) The amount required at closing to ini-
tially fund the escrow or impound account.

‘“(3) The amount, in the initial year after
the consummation of the transaction, of the
estimated taxes and hazard insurance, in-
cluding flood insurance, if applicable, and
any other required periodic payments or pre-
miums that reflects, as appropriate, either
the taxable assessed value of the real prop-
erty securing the transaction, including the
value of any improvements on the property
or to be constructed on the property (wheth-
er or not such construction will be financed
from the proceeds of the transaction) or the
replacement costs of the property.

‘“(4) The estimated monthly amount pay-
able to be escrowed for taxes, hazard insur-
ance (including flood insurance, if applica-
ble) and any other required periodic pay-
ments or premiums.

‘(6) The fact that, if the consumer chooses
to terminate the account at the appropriate
time in the future, the consumer will become
responsible for the payment of all taxes, haz-
ard insurance, and flood insurance, if appli-
cable, as well as any other required periodic
payments or premiums on the property un-
less a new escrow or impound account is es-
tablished.

*‘(g) DEFINITIONS.—For purposes of this sec-
tion, the following definitions shall apply:

‘(1) FLOOD INSURANCE.—The term ‘flood in-
surance’ means flood insurance coverage pro-
vided under the national flood insurance pro-
gram pursuant to the National Flood Insur-
ance Act of 1968.

‘(2) HAZARD INSURANCE.—The term ‘hazard
insurance’ shall have the same meaning as
provided for ‘hazard insurance’, ‘casualty in-
surance’, ‘homeowner’s insurance’, or other
similar term under the law of the State
where the real property securing the con-
sumer credit transaction is located.”.

(b) IMPLEMENTATION.—

(1) REGULATIONS.—The Board of Governors
of the Federal Reserve System, the Comp-
troller of the Currency, the Director of the
Office of Thrift Supervision, the Federal De-
posit Insurance Corporation, the National



